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E.O. 11652: N/A 

TAGS: EAIR, SP 

SUBJECT: US-SPANISH CONSULTATIONS ON FARES, MARCH 14- 

17, 1977 

SUMMARY. CONSULTATIONS CONCLUDED MARCH 17 AFTER SIX 
SESSIONS. AGREEMENT REACHED ON INDIVIDUAL APEX AND TWO GIT 
FARES WHICH CAB HAD SUSPENDED. NO AGREEMENT REACHED ON 
GROUP FARES; SPANISH WERE NOT INTERESTED IN AFFINITY FARE 
AT ANY LEVELS AND COULD NOT PROVIDE ASSURANCES THAT APEX 
GROUP FARES THEY PROPOSED IN COURSE OF TALKS WOULD NOT 
SPREAD BEYOND IBERIAN PENINSULA. SPANISH RECOGNIZED THAT 
LOW BULK FARES THEY HAD FILED (BTGC’S) WERE TANTAMONT TO 
PART CHARTER FARES NOW SUBJECT TO EXTENSIVE CAB PROCEEDINGS 
AND THUS NOT ACCEPTABLE TO US AT THIS TIME. THEY MADE IT 
CLEAR THAT THEY WILL PERSUE GROUP FARES WITH US AT A LATER 
TIME AND WILL MEANWHILE BE WAITING FOR OUTCOME OF CAB 
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INVESTIGATION OF PART-CHARTER FARE CONCEPTS. END SUMMARY 

1 . SPANISH LED OFF WITH EXTENSIVE RATIONALE AND JUSTIFICA- 
TION FOR FARES FILED BUT SUSPENDED BY CAB: ECONOMY, APEX, 

TWO GIT’S, AND NEW BULK FARES AT NEAR-CHARTER LEVELS. WE 

EXPLAINED BASIS ON WHICH THESE FARES HAD BEEN SUSPENDED 
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AND REMINDED SPANISH THAT IN LAST YEAR'S CONSULTATIONS WE 
HAD GIVEN EXTENSIVE EXPLANATION OF US VIEWS ON GENERAL FARE 
STRUCTURE, NEED TO RELATE FARES TO COSTS AND TO NARROW 
SPREAD BETWEEN NORMAL AND PROMOTIONAL FARES, AND US CONCERN 
THAT NORMAL ECONOMY PASSENGER SHOULD NOT IN EFFECT 
SUBSIDIZE LOW-COST PROMOTIONAL FARES BY PAYING MORE THAN 
FAIR SHARE OF COSTS, ETC. HENCE BOARD'S REFUSAL TO 
ACCEPT INCREASE IN NORMAL ECONOMY FARES, AND TO INSIST ON 
APPROPRIATE INCREASES IN APEX AND GIT FARES SHOULD HAVE 
BEEN NO SURPRISE. 

2. RE NEW BULK FARE PROPOSALS, WE EXPLAINED THAT THESE 
FARES FARES AMOUNTED TO PART-CHARTER FARES AND WERE IN 
ANY CASE SO LOW IN RELATION TO COSTS AS TO BE UNACCEPTABLE. 

WE POINTED OUT THAT PART-CHARTER FARE CONCEPT WAS NOW THE 
SUBJECT OF SEVERAL EXTENSIVE INVESTIGATIONS BY THE CAB 
AND THAT PENDING THE OUTCOME OF THESE PROCEEDINGS US 
AUTHORITIES WERE IN NO POSITION TO ACCEPT SUCH FARE 
PROPOSALS REGARDLESS OF LEVEL. WE DID OFFER TO CONSIDER 
SOME FLEXIBILITY RE INDIVIDUAL APEX FARE AND ALSO OFFERED 
LAST YEAR'S AFFINITY FARES WITH MINIMAL INCREASES OR 
ALTERNATELY A NON-AFFINITY FARE AT LEVEL OF 22-45 DAY 
EXCURSION FARES (WHICH TAP HAD ACCEPTED) SPANISH REJECTED 
NON-AFFINITY FARE OFFER OUT OF HAND. 

3. AFTER THREE SESSIONS SPANISH FINALLY RECOGNIZED THAT 
BECAUSE OF CURRENT CAB INVESTIGATION OF PART-CHARTER 
TYPE FARE PROPOSALS, CAB WAS IN NO POSITION AT THIS TIME 
TO ACCEPT SUCH A FARE AT ANY LEVEL. THEY COUNTERED WITH 
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PROPOSAL FOR GROUP APEX FARES AT 20 DISCOUNT FROM 
THEIR ORIGINAL INDIVIDUAL APEX FILING. WE AGREED TO 
CONSIDER A GROUP APEX (OVER CONSIDERABLE OPPOSITION FROM 
US CARRIERS) PROVIDED LEVEL WAS ACCEPTABLE AND PROVIDED 
WE COULD HAVE ASSURANCES THAT FARE WOULD NOT SPREAD FROM 
IBERIAN MARKET. THEY ALSO OFFERED COMPROMISE LEVELS FOR 
GIT'S. 

4. SPANISH REJECTED OFFER OF AFFINITY FARE, SAYING THEY 
WOULD NOT OFFER IT TO PUBLIC, AND THAT AGENTS, BECAUSE 
OF ENFORCEMENT PROBLEMS, WOULD REFUSE TO SELL IT AT ANY 
LEVELS. 

5. FINAL US OFFER WAS FOLLOWING: GROUP APEX AT LEVEL OF 
LAST YEAR'S AFFINITY. EXCEPT FOR NOMINAL INCREASE IN 
BASIC FARE; GIT FARES AT COMPROMISE LEVELS SUGGESTED BY 
SPANISH, WITH INDIVIDUAL APEX AT PARIS LEVELS, THIS 

PACKAGE SUBJECT TO PROVISO THAT SPANISH WOULD ENSURE THAT 
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GROUP APEX WOULD NOT SPREAD TO OTHER MARKETS OR, IF IT 
DID, THAT SPANISH WOULD WITHDRAW FARE WITHIN 30 DAYS, OF 
FIRST ATTEMPT TO OFFER SIMILAR FARE IN NON-IBERIAN 
MARKETS. IF FARE HAD TO BE WITHDRAWN, US WOULD THEN 
ACCEPT INDIVIDUAL APEX AT LEVEL SPANISH HAD PROPOSED AND 
WHICH BOARD HAD SUSPENDED. 

6. SPANISH REPLIED THAT THEY COULD NOT ACCEPT US 
CONDITIONS FOR GROUP APEX FARE, BUT THAT THEY WOULD 
ACCEPT ALTERNATIVE US PROPOSAL: INDIVIDUAL APEX WITH 
PEAK OF PEAK SURCHARGE AT PRECISELY SAME LEVELS AS 
ORIGINALLY FILED; GIT FARES AT COMPROMISE LEVELS (ACCEPT- 
ANCE OF NORMAL ECONOMY FARE AT WHATEVER LEVEL CAB 
ACCEPTS FOR IATA (BOARD WILL NOT ACCEPT INCREASE IN THIS 
FARE). SPANISH ALSO REQUESTED THAT FOR APEX FARE, THE 
CAPACITY LIMITATION BE INCREASED FROM THE PRESENT 25 TO 
33 OF AVAILABLE SEATS. IN FINAL EFFORT TO REACH 
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AGREEMENT, US ACCEPTED CAPACITY INCREASE, AND 
CONSULTATIONS CONCLUDED. 

COMMENT: SPANISH GOT SIGNIFICANT CONCESSION ON 
INDIVIDUAL APEX: THAT IS, SAME FARE THEY ORIGINALLY FILED 
WITH CONSIDERABLE INCREASE IN CAPACITY CEILING, AS WELL 
AS COMPROMISES ON THE GIT'S THEY THEMSELVES PROPOSED. 
BECAUSE OF THEIR REFUSAL TO ACCEPT AFFINITY FARE AT ANY 
LEVEL OR NON AFFINITY OFFER, AS WELL AS INABILITY TO 
AGREE ON ACCEPTABLE FORMULA FOR GROUPS APEX, SPANISH ARE 
LEFT WITHOUT A GROUP FARE IN MARKET WHICH IS HEAVILY 
DEPENDENT ON TOURIST TRAFFIC AND CHARTER COMPETITION. 
THEY MADE IT CLEAR THAT THEY WILL BE WATCHING FOR RESULTS 
OF CAB INVESTIGATION OF PART-CHARTER TYPE FARES AND 'ILL 
BE REQUESTING GROUP FARES OF SOME KIND AT A LATER TIME. 

VANCE 
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